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Information Request DTE-2-1 

Refer to Exh. SU-1, at 18.  Please explain the public solicitation and bidding process, 
including estimated timelines and costs, that would be required in the absence of an 
exemption from the requirements of G.L. c. 164, § 15. 
 

Response 

The Company believes that the “public solicitation and bidding process” anticipated in 
G.L. c. 164, § 15 refers to a process whereby a company issuing debt would conduct a 
“public” competitive solicitation requesting bids from competing underwriters who 
would purchase the debt.  The successful bidders purchase the notes at the bid price and 
then remarket the notes to investors in the marketplace.  In this process, the underwriter 
effectively assumes the risk of obtaining the value paid to the company from the market.   
 
The Company believes this process is less efficient than the one it has used historically.  
Utilizing underwriters to market debt securities directly to interested investors has 
certain advantages in comparison to the “public solicitation and bidding process.”  First, 
the competitive aspect anticipated in the “public solicitation” process is maintained 
because the Company involves multiple underwriters in the process, who compete 
aggressively among themselves to handle as much of the issuance as possible.  The 
Company currently anticipates using as many as four underwriters in the issuance 
process.   
 
At the same time, the “public solicitation” process is improved upon because the 
Company is allowed to capture the full benefit available in the marketplace from 
investors, rather than selling the debt to underwriters who then have an opportunity to 
capture a benefit from the market in the event that investors are willing to pay more for 
the debt that offered to the company by the underwriter through the “public solicitation 
process.”  Also, the Company benefits from the comprehensive marketing efforts of the 
underwriters who utilize road shows and other similar forums to preview the debt 
issuance to potential investors.   
 
Because the Company has never utilized a “public solicitation process” and it is not a 
practice generally undertaken in the market, the Company has no specific knowledge as 
to the time frames or costs involved with such a process. 
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Information Request DTE-2-2 

Refer to Exh. SU-1, at 18. Please explain the “market conditions and opportunities” 
referred to by the Company that it contends may be lost through a public solicitation and 
bidding process. 
 

Response 

A key factor in obtaining the best possible price on the market is the level of demand 
that is generated for the Company’s securities in the marketplace.  The Company’s 
ability to generate a high level of demand is a function of its ability to offer the issue to 
the largest group of market participants under favorable conditions.  For example, it 
would be beneficial for the Company to make its offering when there are relatively few 
long-term investment alternatives being offered to investors or when interest rates are 
relatively low.  In addition, long-term financial markets rely on expectations about 
future economic conditions and, as a result, it will be important to time the issuance to 
coincide with long-term economic prospects that engender interest in the purchase of 
long-term securities, such as the ones being offered by the Company.  Lastly, given the 
timeframe of the Department’s approval, consideration will have to be given to the 
impact of the holiday season on market activities.  Therefore, because the Company’s 
ability to obtain the best possible price in the marketplace for its issuance is directly 
linked to its ability to go to market with the issuance at a favorable time, an exemption 
from the advertising requirements in G.L. c. 164, § 15 is in the public interest. 
 
As discussed in the response to Information Request 2-1, the Company plans to sell its 
securities in the public market with the assistance of a group of underwriters through 
negotiation directly with investors.  The investment bankers that the Company engages 
will be responsible for helping the Company to develop preliminary informational 
packages, creating a formal presentation regarding the offering, and for conducting 
video and telephone conferences or personal presentations to groups of institutional 
investors in order to generate interest for the Company’s offering.  The underwriters also 
have retail marketing capabilities, which could create additional demand for the 
securities and favorable results with respect to credit spreads.  This direct marketing 
process provides the Company with the flexibility and readiness to respond quickly to 
market changes. 
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Information Request DTE-2-3 

Refer to Exh. SU-1, at 7. Please explain the process by which the Company 
contemplates the proposed notes would be sold through agents, including estimated 
timelines and costs. 
 

Response 

Please see response the response to Information Request DTE 2-4. 
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Information Request DTE-2-4 

Refer to Exh. SU-1, at 7.  Please explain the process by which the Company 
contemplates the proposed notes would be sold through negotiations with underwriters, 
including estimated timelines and costs. 
 

Response 

The anticipated timeline and detail of responsibilities relative to the sale of notes is 
attached hereto.  As you will see, Credit Suisse, Goldman Sachs, Merrill Lynch and 
Lehman Brothers will act as underwriters for the transaction.  Commissions paid to the 
underwriters will approximate 2% of the principal amount of notes sold.  Therefore, 
commissions will total approximately $12 million if the Company issues the $600 
million maximum amount of notes requested.   All underwriters’ legal fees and out of 
pocket expenses will be paid by the underwriters.  The Company will be responsible for 
its legal fees, auditor fees and out-of-pocket expenses, including the $90,600 filing fee 
paid to the Department in connection with this request, which are estimated to aggregate 
approximately $350,000-$400,000. 
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Information Request DTE-2-5 

Refer to Exh. SU-1, at 7. Please explain the process by which the Company 
contemplates the proposed notes would be sold through direct negotiations with 
investors, including estimated timelines and costs. 
 

Response 

Please see the response to Information Request DTE 2-4. 
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Information Request DTE-2-6 

Refer to Exh. SU-1, at 7. Please explain the process by which the Company 
contemplates the proposed notes would be sold to agents as principal for resale to 
investors, including estimated timelines and costs. 
 

Response 

Please see the response to Information Request DTE 2-4. 
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Information Request DTE-2-7 

Refer to Exh. SU-1 at 18.  Please explain why “market conditions” may make it difficult 
for the Company to price its proposed notes at par value while at the same time offer an 
acceptable coupon rate to investors. 
 

Response 

In the Company’s experience, the issue with the term “par value” under the statute is 
that investors are looking for a “clean” coupon rate.  Specifically, securities are 
generally marketed at a rate that is tied to treasury rates with a designated credit spread.  
For example, if treasury rates are 5.14% and the securities are issued with a spread of 
100 basis points, the coupon rate would be 6.14%.  However, investors generally prefer 
coupon rates in even increments (i.e., 6¼, 6½).  Therefore, to establish an even 
increment for investors, the coupon rate may have to be discounted slightly to provide 
the same yield.  For example, an interest rate of 6.14% would convert to a coupon rate of 
6 1/8. 
 
 

 


